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l. introduction

Home Telephone Company, Inc. (Home), a small rural local exchange carrier (LEC)
operating in rural areas of the South Carolina low country, respectfully submits these
comments in the above-captioned notice of proposed rulemaking (NPRM). As a small
rural LEC, we are vitally concerned about the issue of access charge reform. Home
derives over 50% of its operating revenues from access and universal service related
sources. While Home believes that access rate reform should occur, it is crucial that

access rates for LECs operating in rural areas be comparable with access rates
charged in neighboring urban areas.

The telecommunications industry has long operated on the concepts of average costing
and pricing. This has allowed for the delivery of high quality telecommunications
services at reasonable costs to all parts of the nation. The problems created by high
access rates in the rural areas are well understood and generally agreed to by most
parties.! The high cost of access in the rural areas prevents many telecommunications
providers from choosing to enter rural markets and creates incentives for large users to
leave the switched network of the incumbent LEC. As competition expands in urban

areas, the situation will only become worse in rural areas. Many services available in

' Access Charge Reform for incumbent Local Exchange Carriers Subject to Rate-of-Return Regulation,

CC Docket No. 98-77, Notice of Proposed Rulemaking, FCC 98-101 (rel. June 4, 1998)(NPRM) Paras. 12
and 25.
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urban areas will not be available to the general population residing in the rural areas. In
addition, as large users continue to exit the switched networks of incumbent rural LECs,
the access revenue loss associated with their departure will be required to be made up
by increasing rates to remaining rural customers.

The continued financial viability of rural areas and the companies operating in them is
dependent upon successful access charge reform, supported as necessary with
universal service fund support. Successful access charge reform requires that access
rates in the rural areas be comparable to those charged in urban areas.

Home's comments, therefore, are mainly directed toward those issues in the NPRM
which may create rates for customers in rural areas which are higher than rates charged
consumers in neighboring urban areas. This outcome would fail to correct the problems
that the Commission is attempting to address in the NPRM.

. Rate of Return (ROR) LECs Must Be Treated Differently Than Price Cap
LECs
This NPRM was required because ROR LECs were excluded from the access reform
proceeding and subsequent Order instituted for price cap LECs. As stated in paragraph
4 of the NPRM, “we previously determined that we would address access reform for
rate-of-return LECs in a separate proceeding.” The paragraph goes on to state that
“access reform for the smaller, rate-of-return LECs may raise new or different issues
that we did not have to address in our proceeding involving the typically larger, price
cap LECs ... differences in the circumstances of rate-of-return and price cap incumbent
LECs may require different approaches to reform ...." The final order in the access
charge reform proceeding for ROR LECs must address the inherent differences that
exist between Price Cap and ROR LECs. While recognizing the differences between
price cap and non-price cap LECs?, the NPRM, in almost every instance, seeks to apply

2 For example, NPRM Par. 3 — longer loops, lower economies of scale; Par. 14 — smaller customer base,
dependent on access revenues; Par. 16 — higher cost, few large customers.
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the exact same rules adopted for the large price cap companies to the smaller rate-of-
return LECs.3

If access reform for ROR LECs follows the measures and rules adopted for the Price
Cap LECs, it appears that customers of ROR LECs will be paying much higher
subscriber line charges (SLCs) for non-primary residential and muiti-line business
service. In addition, rural LECs will be forced to reflect unacceptably high Primary
Interexchange Carrier Charges (PICCs), or alternatively, higher per minute access
charge rates to interexchange carriers (IXCs) still willing to provide service to customers

in their service territories. “This outcome is unacceptable and is contrary to the intent of
the Telecommunications Act of 1996.

fll. The Act Mandates Comparable Service and Rates for Consumers in all
Regions of the Nation

The Telecommunications Act of 1996 states that “Consumers in all regions of the

Nation ... should have access to telecommunications and information services ... that

are reasonably comparable to those services provided in urban areas and that are

available at rates that are reasonably comparable to rates charged for similar services

in urban areas.™ This NPRM proposes rules that, if implemented, will limit rural LEC

customers’ choices and lead to rural customers paying higher rates for services than
similarly situated urban customers.

IV. Reasonably Comparable Rates Must be Defined

The concept of comparable services is well defined in the Commission’s definition of
what services constitute universal service. However, the Commission must also seek a
definition for what constitutes reasonably comparable rates. Home proposes that the
Commission establish a standard that rates between rural and urban areas are
reasonably comparable when the rates in a rural area are no greater than 105% of the
rates for the same services in the closest urban area.

® For example NPRM Par. 35 — we should adopt rate structure modifications similar to price cap LECs;
Par. 48, 54, 58, 67, 60.
* 47 U.S.C., Para. 254(b)(3).
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Home offers this standard based on its belief that anything in excess of a 5% differential
begins to create serious disadvantages in a competitive market. It is clear that
Congress intended to avoid the creation of any serious disadvantages to rural areas
through the creation of the Universal Service Fund. Home contends that the inherent
cost differential of providing telecommunications service in rural areas versus urban
areas, which would result in rural rates above a reasonably comparable standard, be
recovered from the Universal Service Fund.

V. The NPRM Fails to Recognize the Important Link Between Access Charge
Reform and the Need for Universal Service Support for ROR LECs

The NPRM states in paragraph 6, “This notice is not intended to address contentions

that some additional costs or services should receive universal service support ...;

those matters will be resolved in the Universal Service proceeding.” In dealing with

access charge reform issues, the Commission should not ignore the important linkage

between access rate levels, universal service support, and the development of
competition.

It is clear that the advent of competition, as mandated by the Act and addressed by the
Commission in the first of its “trilogy of orders,” leads to the need for access reform, the
second part of the trilogy. Access reform is required as revenues, previously generated
by pricing access above cost, cannot be sustained in a competitive market. In turn, it is
clear that the Act intended to prevent harm to the rural areas when reforming access by
keeping pricing “comparable” through the use of a universal service mechanism.

To attempt to resolve the issue of access charge reform for small LECs without
considering the impact on universal service is dangerous to the customers of rural LECs
and an abrogation of the Commission’s responsibility as mandated by the Act.

In paragraph 15 of the NPRM, the Commission recognizes the critical role that access
charges play in maintaining universal service in rural areas. The fact that the
Commission recognizes that “Some rate-of-return LECs receive more than 50 percent
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of their total revenues from interstate access revenues and universal service support ...”
is reason enough to ensure that these two revenue sources are considered together
and issues are not punted between the two dockets and ultimately unresolved.

VI. Specific Concerns Raised by the NPRM

Home supports the need for timely reform of access for ROR LECs. Home also
supports the Commission’s approach of better matching costs with the underlying cost-
causation. However, Home does not support the need for access reform to the extent
that it creates significantly higher end user and per line access rates in rural areas.
Based on data supplied to us by our cost consultants, John Staurulakis, Inc., it appears
that, on average, rural customers could face non-primary line and multi-line business
SLCs over 25% higher than their urban counterparts. In addition, rural customers would
face the potential flow-through of PICCs by IXCs that are more than twice as high on
primary line residential and single line business customers than that imposed on
customers in urban areas. Rural customers would also see a PICC of over $10.00 per
line on non-primary residential lines and over $14.00 per line on multi-line business
lines if all costs are ultimately borne by the rural end-user. The impact on the rural
economy could be devastating if such pricing discrepancies between rural and urban
customers are allowed to develop.

Vil. In No Case Shouild Rural SLC and PICC Charges be Allowed to Exceed
Levels Established in Urban Areas
If rural LECs are required to reflect SLCs and PICCs significantly higher than those
charged in urban areas, all but the smallest businesses would be incited to leave rural
areas or at least leave the local switched network. This would only serve to increase
the cost of service to remaining customers. In addition, second lines utilized by rural
customers for internet access, or to keep peace in homes with teenagers, would
become cost prohibitive.

The Act clearly states that consumers in the rural areas should expect reasonably
comparable rates. Therefore, the SLCs assessed on rural non-primary lines and muiti-
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line businesses and rural PICCs should not be allowed to exceed levels established for

end user customers and IXCs in urban areas, based on some type of national average.

Vill. Proposal for Appropriate Access Rate Structure Modifications
In order to ensure the development of competition and to maintain comparable services
and rates for the rural areas, the Commission must ensure that neither per line nor per

minute of use access rates exceed nationwide averages. If per line charges are capped
at some nationwide average as suggested herein, with the remainder of common line
related costs recovered through minutes of use charges, this would leave per minute

rates too high in rural areas and fail to appropriately reform the current access rate
structure.

Home believes that the Commission should implement a mechanism whereby costs not
recovered after both the SLC and PICC charges are capped at some national average,
should be recovered from the universal service fund. This would allow per minute
charges for access to be reduced to an appropriate level and would allow for the
recovery of all additional costs from the source Congress originally intended. In order to
retain the identity of these high costs and facilitate their recovery, Home proposes the
creation of an Interim ROR Access Reform Pool (Interim Pool). The Interim Pool

mechanism is very similar to the Long Term Support mechanism established for the
recovery of interstate common line costs.

The Interim Pool would be competitively neutral and relatively simple and inexpensive to
administer. The Interim Pool could be absorbed into the Universal Service Fund once
final action is completed on rural USF reform, assuming the USF is both sufficient and
predictable to insure recovery of these costs.

IX. Mechanics of the Interim Pool

The Interim Pool would reflect the common line costs of ali ROR LECs less amounts
recovered from capped SLCs, PICCs, and an appropriate level of per minute of use
access charges.
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Funding for the pool would be derived by dividing the total required pool dollars by total
national access lines and dividing by twelve to generate a “surcharge” that will be added
to the monthly PICC charges assessed to IXCs by price-cap and non price-cap
companies alike. The PICC surcharge could then be reported to a pool administrator.
(We suggest the National Exchange Carrier Association, which has been administrator

of the national pools for years.) The pool administrator would then distribute the Interim
Pool monies to the appropriate recipients.

X. Pricing Flexibility is Necessary Now in Order to Properly Meet Competitive
Pressure

While Home, like most small rural LECs, does not face a current wireline competitor, we

nevertheless face competition, and the continued threat of revenue erosion. We

currently have five major wireless carriers operating in parts of our service territory. A

study that BellSouth recently conducted in Louisiana showed that many customers

consider wireless service to be a viable alternative to wireline service.®

In addition, many competitors operating in nearby BellSouth service areas could quickly
expand to our service area to compete for larger, more lucrative customers. We also

continue to lose large customers due to pricing inflexibility inherent in an overly
regulated industry.

In order to be competitive and maintain our long-term viability, ROR LECs must have
the flexibility necessary to meet customer needs and to begin positioning themselves to
meet existing and future competitive threats. Unlike large price cap companies, rural
ROR LECs cannot afford to lose a few large customers before being allowed to

compete on a level playing field. We urge the Commission to quickly move to grant
pricing flexibility to ROR companies.

® USA Today, July 10, 1998 — “More phone users snipping their land lines.”
7
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Xi. Summary and Conclusion

Home realizes that its proposal for capping SLCs and PICCs at a nationwide average
and creating an Interim Pool will likely draw criticism from some. However, the reform
of access rates in rural America cannot be postponed until a final order with respect to
Universal Service funding for non price-cap LECs is issued. Home, therefore, believes
that its suggested approach offers the best opportunity for the most timely reform of
access charges. The high costs associated with providing telecommunications services
to rural areas leads us to maintain that costs in excess of nationwide averages are best
recovered, in the long run, from the universal service fund. In the short run, Home
believes that its Interim Pool methodology best accomplishes the objective.

Respectfully submitted,
Home Telephone Company, Inc.
W Kash 08we
By:

H. Keith Oliver
Vice President - Finance

Home Telephone Company, Inc.
200 Tram Street

Moncks Corner, SC 29461
(803) 761-9101

August 17, 1998
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Certificate of Service

1, Carole A. Rehm, do hereby certify that on this 17th day of August, 1998, a
copy of the foregoing “Comments of Home Telephone Company, Inc.,” were sent via

United States mail, first class postage prepaid, to the individuals listed on the attached

Service List (Appendix A).

(usts O SFde

Carole A. Rehm
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Service List

Appendix A

Magalie Roman Salas”

Secretary

Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

(Original and five copies)

international Transcription Services (ITS)
2100 M Street, N.W., Suite 140
Washington, D.C. 20037

The Honorable Susan Ness,
Commissioner

Federal Communications Commission
1919 M Street, N.W. — Room 832
Washington, D.C. 20554

The Honorable David W. Rolka,
Commissioner

Pennsylvania Public Utility Commission
North Office Building — Room 110
Commonwealth Avenue and North Street
Harrisburg, PA 17105

The Honorable Joan H. Smith,
Commissioner

Oregon Public Utility Commission
550 Capitol Street, N.E.

Salem, OR 97310

Sandy Ibaugh

Indiana Utility Regulatory Commission
302 W. Washington, Suite E-306
Indianapolis, IN 46204

A-1

The Honorable Thomas L. Welch,
Chairman

Maine Public Utilities Commission

242 State Street, State House Station 18
Augusta, ME 04333

Debra M. Kriete

Pennsylvania Public Utility Commission
North Office Building — Room 110
Commonwealth Avenue and North Street
Harrisburg, PA 17105-3265

Steve Burnett

Federal Communications Commission
Common Carrier Bureau — Accounting &
Audits Div.

2000 L Street, NW. — Room 257
Washington, D.C. 20036

Debbie Byrd

Federal Communications Commission
Common Carrier Bureau — Accounting &
Audits Div.

2000 L Street, N.W. — Room 258K
Washington, D.C. 20036

Connie Chapman

Federal Communications Commission
Common Carrier Bureau — Accounting &
Audits Div.

2000 L Street, N.W., Room 258H
Washington, D.C. 20036

Richard A. Askoff

National Exchange Carrier Association,
inc.

100 South Jefferson Road

Whippany, New Jersey 07981
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Jonathon Lakritz

California Public Utilities Commission
California State Building

505 Van Ness Avenue

San Francisco, CA 94102

Samuel Loudenslager

Arkansas Public Service Commission
1000 Center Street

Little Rock, AR 72203

Chuck Needy

Federal Communications Commission
Common Carrier Bureau — Accounting &
Audits Div.

2000 L Street, NW. — Room 812
Washington, D.C. 20036

Paul Pederson

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

Scott Potter

Public Utilities Commission of Ohio
180 E. Broad St., 3rd FI.
Columbus, OH 43215

Cynthia Van Landuyt

Oregon Public Utility Commission
550 Capitol St. NE

Salem, OR 97310

Alan N. Baker

Ameritech

2000 West Ameritech Center Dr.
Hoffman Estates, IL 60196

James Bradford Ramsay

Assistant General Counsel

National Association of Regulatory Utility
Commissioners

1102 ICC Building

Constitution Avenue & 12th Street, N.W.
P.O. Box 684

Washington, D.C. 20044-0684

Jeffrey J. Richter

Public Service Commission of Wisconsin
P.O. Box 7854

Madison, Wl 53707-7854

Mike Sheard

Montana Public Utilities Commission
1701 Prospect Ave.

P.O. Box 202601

Helena, MT 59620

Kaylene Shannon

Federal Communications Commission
Common Carrier Bureau — Accounting &
Audits Div.

2000 L Street, N.W. — Room 200H
Washington, D.C. 20036

Joel B. Shifman

Maine Public Utilities Commission
State House Station #18
Augusta, ME 04333

Fred Sistarenik

State Joint Board Staff Chair

New York State Department of Public
Service

Communications Division

Three Empire State Plaza

Albany, NY 12223-1350
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Lynn Vermillera

Federal Communications Commission
Common Carrier Bureau — Accounting &
Audits Div.

2000 L Street, N.W. — Room 200E
Washington, D.C. 20036

John Wobbleton

Federal Communications Commission
Common Carrier Bureau ~ Accounting &
Audits Div.

2000 L Street, N.W. — Room 257
Washington, D.C. 20036

Mark C. Rosenblum, Peter H. Jacoby
Judy Sello

AT&T Corp.

Room 324511

295 North Maple Ave.

Basking Ridge, N.J. 07920

James S. Blazak, Kevin DiLallo

Levine, Blaszak, Block & Boothby, LLP
2001 L St NW Suite 800

Washington, D.C. 20036

Attorneys for Ad Hoc Telecommunications
Users Committee

Commissioner Sam Cotton, Chairman
Commissioner Alyce A. Hanley
Commissioner Dwight D. Ornquist
Alaska Public Utilities Commission
1061 West Sixth Ave., Suite 300
Anchorage, Alaska 99501

Edward Shakin

Bell Atlantic Telephone Companies
1320 North Court House Rd.
Arlington, VA 22201

M. Robert Sutherland, Richard M. Sbaratta
BeliSouth Corp.

Suite 1700

1155 Peachtree St., N.E.

Atlanta, Georgia 30309-3610

Laura H. Phillips, J.G. Harrigton,

Scott S. Patrick

Dow, Lohnes & Alberson, PLLC

1200 New Hampshire Ave., NW., Suite
800

Washington, D.C. 20036

Attorneys for Cox Communications, Inc.

David L. Meier

Director Regulatory Affairs
Cincinnati Bell Telephone Co.
201 E. Fourth St.

P.O. Box 2301

Cincinnati, Ohio 45201-2301

Carolyn Morris

Assistant Director

Federal Bureau of Investigation
Ninth St. & Pennsylvania Ave., N.W.
Washington, D.C. 20535

Alan Buzacott

MCI Telecommunications Corp.
1801 Pennsylvania Ave., NW
Washington, D.C. 20006
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Commissioner Tim Cook
Commissioner James M. Posey
Alaska Public Utilities Commission
1061 West Sixth Ave., Suite 300
Anchorage, Alaska 99501

Cynthia B. Miller

Senior Attorney

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FLL 32399-0850

Jeffrey S. Linder, Suzanne Yelen,
Kenneth J. Krisko

Wiley, Rein & Fielding

1776 K St., N.W.

Washington, D.C. 20006
Attorneys for GTE Service Corp.

Kenneth T. Burchett, Vice President
GNVW Inc./Management

P.O. Box 230399

Portland, Oregon 97281-0399

Michael T. Skrivan

Harris, Skrivan & Associates, LLC
8801 South Yale, Suite 450
Tulsa, OK 74137

Diane Munns, Sandra Makeeff,
William H. Smith, Jr.

lowa Utilities Board

Lucas State Office Building
Des Moines, fowa 50319

A4

Cynthia R. Bryant

Assistant General Counsel

Missouri Public Service Commission
P.O. Box 360

Jefferson City, MO 65102

Karen Finstad Hammel

Staff Attorney

Montana Public Service Commission
1701 Prospect Ave.

P.O. Box 202601

Helena, Montana 59601-2601

Martha S. Hogerty, Esq.

1133 15th St., N.W., Suite 550
Washington, D.C. 20005
Attorney for NASUCA

Steven T. Nourse, Jutta Martin
Assistant Attorney General

Public Utilities Commission of Ohio
180 E. Broad St., 7th Floor
Columbus, OH 43215-3793

Jim Rutherford, General Manager
MclLoud Telephone Company
13439 N. Broadway Extension
Suite 200

Oklahoma City, OK 73114

Chris Schroeder

TCA, Inc.

1465 Kelly Johnson Bivd. Suite 200
Colorado Springs, Colorado 80920-3946
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David A. Irwin
Irwin, Campell & Tannenwald, P.C.

1730 Rhode Island Ave., N.W., Suite 200

Washington, D.C. 20036-3101
Attorney for {TCs, Inc.

Margot Smiley Humphrey
Koteen & Naftalin, LLP
1150 Connecticut Ave., NW
Suite 1000

Washington, D.C. 20036
Attorney for NRTA

L. Marie Guillory

R. Scott Reiter

NTCA

2626 Pennsylvania Ave., NW
Washington, D.C. 20037

Stuart Polikoff

OPASTCO

21 Dupont Circle, N.W., Suite 700
Washington, D.C. 20036

Robert M. Lynch
One Bell Center, Room 3520
St. Louis, MO 63103

Attorney for SBC Communications, Inc.

Durward D. Dupre, Michael J. Zpevak,
Robert J. Gryzmala

One Bell Center, Room 3532

St. Louis, MO 63101

Attorneys for Southwestern Bell
Telephone Co.

Tersa Marrero

Senior Regulatory Counsel — Federal
Teleport Communications Group Inc.
Two Teleport Dr.

Staten Island, N.Y. 10311

Suzi Ray McClellan, Public Counsel
Rick Guzman, Assistant Public Counsel
Office of Public Utility Counsel

1701 N. Congress Ave., 9-180

P.O. Box 12397

Austin, TX 78711-2397

James T. Hannon

U S West, Inc.

Suite 700

1020 19th St., NW
Washington, DC 20036

David Cohen

USTA

1401 H St., NW

Suite 600

Washington, D.C. 20005

Steve Hamien, President
United Utilities, Inc.
5450 A St., Anchorage, AK 99518

Steve Mcl ellan, Executive Secretary

Washington Utilities & Transportation

Commission

Chandler Plaza Bldg.

1300 South Averygreen Park Dr., SW
Olympia, WA 98504-7250
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Jeffrey F. Beck, Jillisa Bronfman
Beck & Ackerman

Four Embarcadero Center, Suite 760
San Francisco, CA 94111

Attorneys for Small Western LECs

Leon M. Kestenbaum, Jay C. Keithley,
H. Richard Juhnke

Sprint Corp.

1850 M Street, NW, 11th Floor
Washington, D.C. 20036

Peter Arth, Jr., Edward W. O'Neil,
Ellen Levine

505 Van Ness Ave.

San Francisco, CA 94102

Attorneys for The People of the State of

California and The Public Utilities
Commission of the State of California

Benjamin H. Dickens, Jr.

Blooston, Mordkofsky, Jackson & Dickens
2120 L St., N.W.

Washington, D.C. 20037

Peter M. Bluhm

Vermont Public Service Board
Drawer 20

Montpelier, VT 05620-2701

John F. O'Neal

General Counsel

National Rural Telcom Assn.

1 Massachusetts Ave., N.W., Suite 800
Washington, D.C. 20001

Marvin C. Cunningham, Jr., Vice President
Revenues and External Affairs

Century Telephone Enterprises, Inc.

P.O. Box 4065

Monroe, Louisiana 71211-4065




